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2010 BPA Rate Case

Transmission & Ancillary Services

- Comments on BPA Transmission Services’
Formula Incremental Rate Proposal Discussion -

The following are comments submitted by
Northwest Requirements Utilities on January 13, 20009.

Pre-decisional.
For Discussion Purposes Only.



From: Susan Ackerman

Sent: Tuesday, January 13, 2009 5:16 PM

To: Tech Forum

Subject: 2010 BPA Rate Case - NRU Staff Comments

BPA has requested customer comments on its proposed incremental rate design for new
transmission service when that service requires the construction of new facilities but that
service cannot be provided at BPA's embedded cost rates. Northwest Requirements Utilities
(“NRU”) has the following comments. We have not had a chance to get input on these
comments from NRU’s board, and so these comments represent NRU Staff’s comments.

General

NRU has supported BPA’s efforts to address the need for transmission upgrades necessary to
provide reliable transmission service to the region. In particular, NRU supports BPA’s
Commercial Infrastructure Policy (“CIP”) and the general approach taken by BPA in its Network
Open Season (“NOS”) process. NRU expects that many of the service requests reflected by
signed participation agreements in the NOS may be provided at an embedded cost rate with
minimal impacts on existing transmission ratepayers, consistent with the CIP. However,
construction costs necessary to satisfy other service requests may not allow the agency to
charge embedded cost rates for these services; instead, BPA would like to be able to offer an
incremental cost rate in those instances. BPA therefore proposes to develop, in the TR-10 case,
a formula rate that would permit the future calculation, outside of a Section 7(i) proceeding, of
actual incremental cost rates that would apply to new services provided by new facilities in
those cases where the facilities’ costs (and offsetting revenues) would put upward pressure on
existing rates.

NRU favors this general construct: the institution of embedded cost rates to cover the cost of
construction and O&M that will not impose significant upward rate pressure on existing
customers, as provided for as a result of the CIP, and the institution of incremental cost rates to
cover the cost of construction and O&M that would unnecessarily burden existing customers.
NRU has the following concerns with BPA’s current proposal.

The Process

BPA proposes to incorporate its formula rate in its General Rate Schedule Provisions (“GRSPs”),
and when a formula incremental rate has been developed for a transmission service request, to
post the incremental rate and supporting material a week before a public meeting on the
proposed rate. BPA will answer questions and take comments on the formula rate.

NRU’s key interest is in a transparent and accessible formula rate process. Specifically, NRU
recommends that BPA develop, in consultation with its customers, a pro-forma spreadsheet that
will show the itemization of all cost items for each path that is upgraded, including a place for a
notation regarding how BPA intends to functionalize the costs and reflect the costs on its plant
book. The pro-forma spreadsheet should be embedded in the GRSPs so that customers can
anticipate what type of information they will expect regarding any proposed incremental rate.
The pro-forma spread sheet should be capable of being manipulated by customers for purposes
of comparing different assumptions and costs. NRU’s view is that this approach is necessary to
customers’ understanding of how BPA will develop the rates, and whether the rates are
appropriate.



Second, as the revenue crediting mechanism BPA proposes may be key to whether a customer
decides to proceed with an incremental cost facility upgrade, BPA’s GRSPs should clearly
articulate how crediting will be accomplished, and how it will be reflected on the spreadsheet
described above.

Last, NRU recommends that BPA give customers more than a week’s notice of a public meeting
regarding the incremental rate. The GRSPs should specify posting of information and notice of
the meeting at least 10 business days ahead of the meeting.

Formula Rates

NRU does not have an alternative formula rate proposal at this time. NRU looks forward to a
better understanding of the BPA proposal, particularly as it regards the incremental NT Formula
Rate.

NRU is not convinced that an incremental NT rate should ever be needed. The agency’s current
obligations under the OATT are to put facilities in place to provide service as necessary to meet
the loads of NT customers. As long as customers are sharing load growth and resource
information with BPA such that it may adequately plan its system to acquire the capacity
needed to provide the NT service, there should not be a need for incremental NT rates.

That said, if BPA intends to make this proposal in the upcoming TR-10 case, at a minimum NRU
would like to see the following changes to the language proposed for insertion into the NT
schedule:

Where a Facilities Study or NOS Cluster Study indicates the need te-censtruet for a
Network Upgrades to accommodate a request for Transmission Service, and the NT
Transmission Customer has agreed to pay an Incremental Rate for the Network Upgrade
in accordance with an applicable contract, then the Transmission Customer shall be
charged the Incremental Rate for such Network Upgrade in addition to the charges
specified in this rate schedule and any other applicable charges under this Tariff. If the
Transmission Customer is charged the Incremental Rate, upon completion of
construction of such Network Upgrades, the Transmission Provider shall reconcile the
incremental Network Upgrade costs against the actual construction costs. Based on the
reconciliation, the Transmission Customer’s cost responsibility shall be adjusted as
appropriate. Revenue Credits may apply to such Incremental Rate in accordance with
section XX of this Schedule.

Probably similar corrections should be made to proposed PTP language as well.

Last, BPA should also specify in the GRSPs regarding formula rates the conditions under which
an incremental rate will cease to exist, and when incremental facilities will be “rolled-in” to
existing network facilities such that all users of the incremental facilities are charged embedded
cost rates. BPA mentioned this concept in discussions on January 9, but it is not clear from the
proposal that this is BPA's intent. The ultimate future treatment of an incremental rate should
be explicit in the tariff.

Rate Case Issues




NRU expects that BPA and the customers will develop a better understanding of the Incremental
Rate Proposal, and the revenue crediting mechanism, during the course of the upcoming TR-10
rate case. If possible, NRU would be interested in a settlement of the issue. If it is not possible
to settle incremental rate issues to the satisfaction of customers, NRU urges BPA to be open to
the prospect of taking the Incremental Rate Proposal out of the current 7(i) process, and
develop it further for later filing at FERC.

Thank you for offering an opportunity to comment.



